2002E Private Healthcare Expenditures 5-Year CAGR
($ in Billions) | (1997 — 2002E)

@ Hospital Care $ 189.5
ws  Physician and Clinical Services 189.6

Other Professional Services 24.6

Dental Services 34.6 ,
we  Other Personal Healthcare 4.8 ,
w2 Nursing Home and Home Health 26.6
@8 Prescription Drugs ‘ 70.7
s Other Medical Products 4.0

Government Admin 62.5 o '

; . — : .
Total | 3 607.1 0% 5% - 10% 15%  20%
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Source: Centers for Medicare & Medicaid Services (formerly Health Care Financing Administration), National Health Expenditure Projections, 1998-2010, March 2001
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Private Healthcare Spending Increase’ Sources of Cost Increase

(Annual Change per Capita, 1994-2000) (Contribution to 7.2%, 1999 - 2000)
Year Hospital Hospital Physician Prescrip. All [
Inpatient  OQutpatient Drug Services

1994  -20%  87%  17%  52%  21% oo

1995 -3.5% 7.9% 1.9% 10.6% 2.2% e —

1996  -4.4%  7.7%  16%  11.0%  2.0% {inpatient)

1997  53%  95%  34%  115%  3.3% ) }
Physician i

1998 -0.6% 7.9% 4.8% 14.1% 5.3% Services ;

1999 1.6% 8.9% 57% 18.4% 71% . !

2000 2.8% 11.2% 4.8% 14.5% 7.2%

Prescription
Drugs

\\ 1999 ) , 2000

‘Data Bulletin is based on data from Milliman USA Health Cost Index ($0 deductible), which is designed to reflect claims increases faced by private insurers

Source: Center for Studying Health System Change (HSC), Tracking Heaith Care Costs — Hospital Care Keay Cost Driver in 2000, September 2001
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Employers’ Response to Rising Costs®
(% of Respondents) : :

Increase Employee Premiums
Absorb Cost Increases
Increase EE Co-Pay

Target Interventions

Add/Reconfigure Coverage

Pariner with Provider/Vendor

Provide Self-care Info

Reduce/Eliminate Coverage

"Survey of 360 employers who represent 4.7 million full-time employees, operating across a wide range of industries and geographic regions.

Source: Watson Wyatt Worldwide, Washington Business Group on Health and the Healthcare Flnanclal Management Association, Changing Role of Health Care Beneﬁls —-‘SIxth

Annual Survey Report on Purchastng Value in Health Care, 2001
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Consumers’ Out of Pocket Héélthcaré; Expenditures

in Bill _, »
(i Bilions) 7.0% Annual
| Growth
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Source: Centers for Medicare & Medicaid Services (formerly Health Care Financing Administration), National Health Expenditure Projections, 1998-2010, March 2001
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32%

24%

16%
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Source: Credit Suisse First Boston, Benefit Manager Survey, January 30, 2001
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